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Securities Act
Yes o       No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No o 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
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information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  
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filer. See definition of "accelerated filer" and "large accelerated filer" in Rule 12b-2 of the Exchange Act. (Check
one):
Large accelerated filer o Accelerated filer x Non-accelerated filer o

Indicate by check mark whether the registrant is a shell company (as defined in the Rule 12b-2 of the Exchange Act.)
Yes o       No x

As of March 1, 2007 the registrant had 17,677,090 shares of common stock, $.01 par value, outstanding. The
aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of June
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DOCUMENTS INCORPORATED BY REFERENCE

Certain portions of the registrant's definitive proxy statement, in connection with its Annual Meeting of Shareholders,
to be filed with the Securities and Exchange Commission within 120 days after December 30, 2006, are incorporated
by reference into Part III of this Annual Report on Form 10-K
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PART I
Item 1. Business.

General

Dorman Products, Inc. (formerly R&B, Inc.) was incorporated in Pennsylvania in October 1978. As used herein,
unless the context otherwise requires, "Dorman", the "Company", “we”, “us”, or “our” refers to Dorman Products, Inc. and
its subsidiaries.

We are a leading supplier of original equipment dealer "exclusive" automotive replacement parts, and fasteners and
service line products primarily for the automotive aftermarket, a market segment which we helped to establish. We
design, package and market over 77,000 different automotive replacement parts (including brake parts), fasteners and
service line products manufactured to our specifications. Approximately 34% of our parts and 60% of our net sales
consist of original equipment dealer "exclusive" parts and fasteners. Original equipment dealer "exclusive" parts are
those which were traditionally available to consumers only from original equipment manufacturers or salvage yards
and include, among other parts, intake manifolds, exhaust manifolds, oil cooler lines, window regulators, radiator fan
assemblies, power steering pulleys and harmonic balancers. Fasteners include such items as oil drain plugs and wheel
lug nuts. Approximately 90% of our products are sold under our brand names and the remainder is sold for resale
under customers' private labels, other brands or in bulk. Our products are sold primarily in the United States through
automotive aftermarket retailers (such as AutoZone, Advance and O'Reilly), national, regional and local warehouse
distributors (such as Carquest and NAPA) and specialty markets and salvage yards. Through our Scan-Tech and
Hermoff subsidiaries, we are increasing our international distribution of automotive replacement parts, with sales into
Canada, Europe, the Middle East and the Far East.

The Automotive Aftermarket

The automotive replacement parts market is made up of two components: parts for passenger cars and light trucks,
which accounted for sales of approximately $204.4 billion in 2006, and parts for heavy duty trucks, which accounted
for sales of approximately $74.9 billion in 2006. We currently market products primarily for pas-senger cars and light
trucks.

Two distinct groups of end-users buy replacement automotive parts: (i) individual consumers, who purchase parts to
perform "do-it-yourself" repairs on their own vehicles; and (ii) professional installers, which include automotive repair
shops and the service departments of automobile dealers. The individual consumer market is typically supplied
through retailers and through the retail arms of warehouse distributors. Automotive repair shops generally purchase
parts through local independent parts wholesalers and through national warehouse distributors. Automobile dealer
service departments generally obtain parts through the distribution systems of automobile manufacturers and
specialized national and regional warehouse distributors.

The increasing complexity of automobiles and the number of different makes and models of automobiles have
resulted in a significant increase in the number of products required to service the domestic and foreign automotive
fleet. Accordingly, the number of parts required to be carried by retailers and wholesale distributors has increased
substantially. These pressures to include more products in inventory and the significant consolidation among
distributors of automotive replacement parts have in turn resulted in larger distributors.

Retailers and others who purchase aftermarket automotive repair and replacement parts for resale are constrained to a
finite amount of space in which to display and stock products. Thus, the reputation for quality, customer service, and
line profitability which a supplier enjoys is a significant factor in a purchaser's decision as to which product lines to
carry in the limited space available. Further, because of the efficiencies achieved through the ability to order all or part
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of a complete line of products from one supplier (with possible volume discounts), as opposed to satisfying the same
requirements through a variety of different sources, retailers and other purchasers of automotive parts seek to purchase
products from fewer but stronger suppliers.
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Products

We sell over 77,000 different automotive replacement parts, fasteners and service line products to meet a variety of
needs including original equipment dealer "exclusive" parts. Our DORMAN® NEW SINCE 1918™ marketing
campaign launched in 2005 repositioned our brands under a single corporate umbrella - DORMAN® . All of our
products are now sold under one of the seven DORMAN® sub-brands as follows:

DORMAN® OE
Solutions ™ 

- Original equipment dealer "exclusive" parts, such as intake manifolds, exhaust manifolds, oil
cooler lines, window regulators, harmonic balances and radiator fan assemblies.

D O R M A N ®
HELP! ®

- An extensive array of replacement parts, including window handles, and switches, door hardware,
interior trim parts, headlamp aiming screws and retainer rings, radiator parts, bat-tery hold-down
bolts and repair kits, valve train parts and power steering filler caps

D O R M A N ®
Auto Grade

- A comprehensive line of application specific and general automotive hardware that is a necessary
element to a complete repair. Product categories include body hardware, general automotive
fasteners, oil drain plugs, and wheel hardware.

D O R M A N ®
Conduct-Tite!®

- Extensive selection of electrical connectors, wire, tools, testers, and accessories.

D O R M A N ®
First Stop™

- Value priced technician quality brake and clutch program containing more than 8,500 SKU's.

D O R M A N ®
Pik-A-Nut®

- A specialized and highly efficient line of home hardware and home organization products
specifically designed for retail merchandisers.

D O R M A N ®
Scan-Tech®

- Based in Stockholm, Sweden, DORMAN7 Scan-Tech7 sells a complete line of Volvo7 and Saab7
replacement parts throughout the world, reducing the dependency on the OE Dealer.

The remainder of our revenues are generated by the sale of parts that we package for ourselves, or others, for sale in
bulk or under the private labels of parts manufacturers and national warehouse distributors (such as Carquest and
NAPA). During the years ended December 2006, 2005, and 2004, no single product or related group of products
accounted for more than 10% of gross sales.

We warrant our products against certain defects in material and workmanship when used as designed on the vehicle on
which it was originally installed. We offer a one year, two year, or limited lifetime warranty depending on the product
type. All warranties limit the customer’s remedy to the repair or replacement of the part that is defective.

Product Development

Product development is central to our business. The development of a broad range of products, many of which are not
conveniently or economically available elsewhere, has in part, enabled us to grow to our present size and is important
to our future growth. In developing our products, our strategy has been to design and package parts so as to make
them better and easier to install and/or use than the original parts they replace and to sell automotive parts for the
broadest possible range of uses. Through careful evaluation, exacting design and precise tooling, we are frequently
able to offer products which fit a broader range of makes and models than the original equipment parts they replace,
such as an innovative neoprene replacement oil drain plug which fits not only a variety of Chevrolet models, but also
Fords, Chryslers and a range of foreign makes. This assists retailers and other purchasers in maximizing the
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productivity of the limited space available for each class of part sold. Further, where possible, the Company improves
its parts so they are better than the parts they replace. Thus, many of the our products are simpler to install or use, such
as a replacement "split boot" for a constant velocity joint that can be installed without disassembling the joint itself
and a replacement spare tire hold-down bolt that is longer and easier to thread than the original equipment bolt it
replaced. In addition, we often package different items in complete kits to ease installation.
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Ideas for expansion of our product lines arise through a variety of sources. We maintain an in-house product
management staff that routinely generates ideas for new parts and expansion of existing lines. Further, we maintain an
"800" telephone number and an Internet site for "New Product Suggestions" and receive, either directly or through our
sales force, many ideas from our customers as to which types of presently unavailable parts the ultimate consumers
are seeking.

Each new product idea is reviewed by our product management staff, as well as by members of the production, sales,
finance, marketing, and administrative staffs. In determining whether to produce an individual part or a line of related
parts, we consider the number of vehicles of a particular model to which the part may be applied, the potential for
modifications which will allow the product to be used over a broad range of makes and models, the average age of the
vehicles in which the part would be used and the failure rate of the part in question. This review process narrows the
many new product suggestions down to those most likely to enhance our exist-ing product lines or to support new
product lines.

Sales and Marketing

We market our products to three groups of purchasers who in turn supply individual consumers and professional
installers:

(i) Approximately 46% of our revenues are generated from sales to automotive aftermarket retailers (such as
AutoZone, Advance and O'Reilly), local independent parts wholesalers and national general merchandise chain
retailers. We sell some of our products to virtually all major chains of automotive aftermarket retailers;

(ii) Approximately 30% of our revenues are generated from sales to warehouse distributors (such as Carquest and
NAPA), which may be local, regional or national in scope, and which may also engage in retail sales; and

(iii) The balance of our revenues (approximately 24%) are generated from international sales and sales to special
markets, which include, among others, mass merchants (such as Wal-Mart), salvage yards and the parts distribution
systems of parts manufacturers.

We use a number of different methods to sell our products. Our more than 30 person direct sales force solicits
purchases of our products directly from customers, as well as managing the activities of 18 independent manufacturers’
representative agencies. We use independent manufacturers’ represen-tative agencies to help service existing retail and
warehouse distribution customers, providing frequent on-site contact. The sales focus is designed to increase sales by
adding new product lines and expanding product selection within existing customers and secure new customers. For
certain of our major customers, and our private label purchasers, we rely primarily upon the direct efforts of our sales
force, who, together with the marketing department and our executive officers, coordinate the more complex pricing
and ordering requirements of these accounts.

Our sales efforts are not directed merely at selling individual products, but rather more broadly towards selling groups
of related products that can be displayed on attractive Dorman-designed display systems, thereby maximizing each
customer's ability to present our product line within the confines of the available area.

We prepare a number of catalogs, application guides and training materials designed to describe our products and
other applications as well as to train our customers' salesmen in the promotion and sale of our products. Every two to
three years we prepare a new master catalog which lists all of our products. The catalog is updated periodically
through supplements.
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We currently service more than 2,500 active accounts. During 2006, three customers (AutoZone, Advance and
O’Reilly) each accounted for more than 10% of net sales and in the aggregate accounted for 40% of net sales. During
2005 and 2004, two customers (AutoZone and Advance) each accounted for more than 10% of net sales and in the
aggregate accounted for 31% and 34% of net sales, respectively.
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Manufacturing

Substantially all of our products are manufactured to our specifications by third parties. Because numerous contract
manufacturers are available to manufacture our products, we are not dependent upon the services of any one contract
manufacturer or any small group of them. No one vendor supplies more than 10% of our products. In 2006, as a
percentage of our total dollar volume of purchases, approximately 33% of our products were purchased from various
suppliers throughout the United States and the balance of our products were purchased directly from a variety of
foreign countries.

Once a new product has been developed, our engineering department produces detailed engineering drawings and
prototypes which are used to solicit bids for manufacture from a variety of vendors in the United States and abroad.
After a vendor is selected, tooling for a production run is produced by the vendor at our expense. A pilot run of the
product is produced and subjected to rigorous testing by our engineering department and, on occasion, by outside
testing laboratories and facilities in order to evaluate the precision of manufacture and the resiliency and structural
integrity of the materials used. If acceptable, the product then moves into full production.

Packaging, Inventory and Shipping

Finished products are received at one or more of our facilities, depending on the type of part. It is our practice to
inspect samples of shipments based upon vendor performance. If cleared, these shipments of finished parts are logged
into our computerized production tracking systems and staged for packaging.

We employ a variety of custom-designed packaging machines which include blister sealing, skin film sealing,
clamshell sealing, bagging and boxing lines. Packaged product contains our label (or a private label), a part number, a
universal packaging bar code suitable for electronic scanning, a description of the part and, if appropriate, installation
instructions. Products are also sold in bulk to automotive parts manufacturers and packagers. Computerized tracking
systems, mechanical counting devices and experienced workers combine to assure that the proper variety and numbers
of parts meet the correct packaging materials at the appropriate places and times to produce the required quantities of
finished products.

Completed inventory is stocked in the warehouse portions of our facilities and is stored and organized to facilitate the
most efficient methods of retrieving product to fill customer orders. We strive to maintain a level of inventory to
adequately meet current customer order demand with additional inventory to satisfy new customer orders and special
programs. We maintain a "safety stock" of inventory to compensate for fluctuations in demand and delivery.

We ship our products from all of our locations by contract carrier, common carrier or parcel service. Products are
generally shipped to the customer's main warehouse for redistribution within their network. In certain circumstances,
at the request of the customer, we ship directly to the customer's stores either via smaller direct ship orders or
consolidated store orders that are cross docked.

Competition

The replacement automotive parts industry is highly competitive. Various competitive factors affecting the automotive
aftermarket are price, product quality, breadth of product line, range of applications and customer serv-ice.
Substantially all of our products are subject to competition with similar products manufactured by other manufacturers
of aftermarket automotive repair and replacement parts. Some of these competitors are divisions and subsidiaries of
companies much larger than us, and possess a longer history of operations and greater financial and other resources
than we do. Further, some of our private label customers also compete with us.
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Proprietary Rights

While we take steps to register our trademarks when possible, we do not believe that trademark registration is
generally important to our business. Similarly, while we actively seek patent protection for the products and
improvements which we develop, we do not believe that patent protection is generally important to our business.
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Employees

At December 30, 2006, we had 961 employees worldwide, of whom 942 were employed full-time and 19 were
employed part-time. Of these employees, 657 were engaged in production, inventory, or quality control, 94 were
involved in engineering, product development and brand management, 71 were employed in sales and order entry, and
the remaining 139, including our 7 executive officers, were devoted to administration, finance, legal, and strategic
plan-ning.

No domestic employees are covered by any collective bargaining agreement. Approximately 30 employees at the our
Swedish subsidiary are governed by a national union. We consider our relations with our employees to be generally
good.

Available Information

Our internet address is www.dormanproducts.com. The information on this website is not and should not be
considered part of this Form 10-K and is not incorporated by reference in this Form 10-K. This website is, and is only
intended to be, for reference purposes only. We make available free of charge on our web site our annual report on
Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and amendments to those reports filed
or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the SEC. In addition, we will provide, at no cost, paper or
electronic copies of our reports and other filings made with the SEC. Requests should be directed to: Dorman
Products, Inc. - Office of General Counsel, 3400 East Walnut Street, Colmar, Pennsylvania 18915.

Item 1A. Risk Factors

In addition to the other information set forth in this report, you should carefully consider the following factors, which
could materially affect our business, financial condition or future results. The risks described below are not the only
risks we face. Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial
also may materially affect our business, financial conditions or results of operations.

Competition for Shelf Space. Since the amount of space available to a retailer and other purchasers of our products is
limited, our products compete with other automotive aftermarket products, some of which are entirely dissimilar and
otherwise non-competitive (such as car waxes and engine oil), for shelf and floor space. No assurance can be given
that additional space will be available in our customers' stores to support expansion of the number of products that we
offer.

Concentration of Sales to Certain Customers. A significant percentage of our sales has been, and will continue to be,
concentrated among a relatively small number of customers. During 2006, three customers (AutoZone, Advance, and
O’Reilly) each accounted for more than 10% of net sales and in the aggregate accounted for 40% of net sales. During
2005 and 2004, two customers (AutoZone and Advance) each accounted for more than 10% of net sales and in the
aggregate accounted for 31% and 34% of net sales, respectively. We anticipate that this concentration of sales among
customers will continue in the future. The loss of a significant customer or a substantial decrease in sales to such a
customer could have a material adverse effect on our sales and operating results. See "Management's Discussion and
Analysis of Results of Operations and Financial Condition" and "Business-Sales and Marketing" sections of this Form
10-K.

Concentrations of Credit Risk. Financial instruments that potentially subject us to concentrations of credit risk consist
primarily of cash and cash equivalents and accounts receivable. All cash equivalents are managed within established
guidelines which limit the amount which may be invested with one issuer. A significant percentage of our accounts
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receivable have been, and will continue to be concentrated among a relatively small number of automotive retailers
and warehouse distributors in the United States. Our five largest customers accounted for 73% and 77% of total
accounts receivable as of December 30, 2006 and December 31, 2005, respectively. Management continually monitors
the credit terms and credit limits to these and other customers.

7

Edgar Filing: Dorman Products, Inc. - Form 10-K

14



Index

Customer Terms. The automotive aftermarket has been consolidating over the past several years. As a result, many of
our customers have grown larger and therefore have more leverage in negotiations. Customers press for extended
payment terms and returns of slow moving product when negotiating with us. While we do our best to avoid such
concessions, in some cases payment terms to customers have been extended and returns of product have exceeded
historical levels. The product returns primarily affect our profit levels while terms extensions generally reduce
operating cash flow and require additional capital to finance the business. We expect both of these trends to continue
for the foreseeable future.

Foreign Currency Fluctuations. In 2006, 67% of our products were purchased from suppliers located in a variety of
foreign countries. The products generally are purchased through purchase orders with the purchase price specified in
U.S. dollars. Accordingly, we do not have exposure to fluctuations in the relationship between the dollar and various
foreign currencies between the time of execution of the purchase order and payment for the product. However,
weakness in the dollar has resulted in some materials price increases and pressure from several foreign suppliers to
increase prices. To the extent that the dollar decreases in value to foreign currencies in the future or the present
weakness in the dollar continues for a sustained period of time, the price of the product in dollars for new purchase
orders may increase further.

The largest portion of our overseas purchases come from China. The value of the Chinese Yuan has increased relative
to the U.S. Dollar over 6% since July 2005 when it was allowed to fluctuate against a basket of currencies. Most
experts believe that the value of the Yuan will increase further relative to the U.S. Dollar over the next few years.
Such a move would most likely result in an increase in the cost of products that are purchased from China.

Dependence on Senior Management. The success of our business will continue to be dependent upon Richard N.
Berman, Chairman of the Board, President and Chief Executive Officer and Steven L. Berman, Executive Vice
President, Secretary-Treasurer and Director. The loss of the services of one or both of these individuals could have a
material adverse effect on our business.

Dividend Policy. We do not intend to pay cash dividends for the foreseeable future. Rather, we intend to retain our
earnings, if any, for the operation and expansion of our business.

Control by Officers, Directors and Family Members. As of March 1, 2007, Richard N. Berman and Steven L. Berman,
who are officers and directors of Dorman Products, Inc., their father, Jordan S. Berman, and their brothers, Marc H.
Berman and Fred B. Berman beneficially own approximately 42 % of the outstanding Common Stock and are able to
elect the Board of Directors, determine the outcome of most corporate actions requiring share-holder approval
(including certain fundamental transactions) and control over our policies.

Increase in OE Patent Filings. Recently, we have seen an increase in patent requests for new designs made by original
equipment manufacturers. If original equipment manufacturers are able to obtain patents on new designs at a rate
higher than historical levels, we could be restricted or prohibited from selling aftermarket products covered by such
items, which could have an adverse impact on our business.

Item 1B. Unresolved Staff Comments.

There are no unresolved comments from the Commission staff regarding our periodic or current reports under the
Securities Act.

Item 2. Properties.

Facilities
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We currently have 13 warehouse and office facilities located throughout the United States, Canada, Sweden, China
and Korea. Two of these facilities are owned and the remainder are leased. Our headquarters and principal warehouse
facilities are as follows:
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Location Description

Colmar, PA Corporate Headquarters and
Warehouse and office - 334,000 sq. ft. (leased) (1)

Warsaw, KY Warehouse and office - 362,000 sq. ft. (owned)
Portland, TN Warehouse and office - 269,000 sq. ft. (leased)
Louisiana, MO Warehouse and office - 90,000 sq. ft. (owned)
Baltimore, MD Warehouse and office - 83,000 sq. ft. (leased)
Hagersville, ON
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